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MONDAY, JUNE 13, 1960 


CONGRESS OF THE UNITED STATES, 
SUBCOMMITTEE ON COMMUNITIES, 
Joint CoMMITTEE ON ATomic ENERGY, 
Washington, D.C. 

The subcommittee met at 2 p.m., pursuant to call, in room P-63, 
the Capitol, Hon. Wayne N. Aspinall, chairman of the subcommittee, 
presiding. 

Present: Representatives Aspinall and Van Zandt and Senator 
Anderson. 

Also present: James T. Ramey, executive director, John T. Conway, 
assistant director, and David R. Toll, staff counsel. 

Representative AsprnaLL. The Subcommittee on Communities of 
the Joint Committee on Atomic Energy is meeting in public session 
this afternoon to receive testimony concerning the atomic energy 
communities. 

First, we are scheduled to hear from a representative of the Housing 
and Home Finance Agency concerning disposition of properties at 
Richland and Oak Ridge, and a description of a bill proposed by the 
HHFA to amend the Atomic Energy Community Act of 1955, Public 
Law 221 of the 84th Congress, Ist session. 

Secondly, we are scheduled to hear from representatives of the 
Atomic Energy Commission concerning developments at Richland, 
Oak Ridge, Sandia, and Los Alamos. 

We have had three Atomic Energy Commission communities, 
Federal cities, until just recently. Recently they have defederalized 
Richland and Oak Ridge and except for some property matters and 
some contributions which must be made by the Federal Government 
in the next few years, these cities are now municipalities under the 
laws of the States in which they are located. 

Our first witness is Mr. Joseph S. Brown, Director, Community 
Disposition Program, Housing and Home Finance Agency. We are 
glad to have you with us this afternoon, Mr. Brown. Please proceed. 


STATEMENT OF JOSEPH S. BROWN, DIRECTOR, COMMUNITY 
DISPOSITION PROGRAM; ACCOMPANIED BY LYMAN H. BROWN- 
FIELD, GENERAL COUNSEL; AND JOSEPH P. SMITH, ASSISTANT 
DIRECTOR, COMMUNITY DISPOSITION PROGRAM, HOUSING 
AND HOME FINANCE AGENCY 


Mr. Brown. Mr. Chairman and members of the subcommittee, 
before discussing the amendment we have proposed to the Atomic 
Energy Community Act of 1955, I should like to describe briefly our 
sales activity under the community disposition program. 
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The following are the properties remaining to be sold under the 
program : 

Oak Ridge, Tenn.: 

Vacant residential lots: (a) 211 where sales can be negotiated to 
any willing purchaser; (b) 61 previously offered for sale through 
competitive bidding, eligible for negotiated sale if unsold by August 
16, 1960. 

Commercial property: The office building occupied by community 
disposition office to be offered on competitive sealed bid basis when 
other space is available. 

Defense housing: Three title [IX projects where Government owns 
underlying land subject to leases, consisting of 98 leasehold properties 
held by three developers—Clinton Building Corp., 17; Fretz & Hayes, 
11; and Glencoe, Inc., 70—and 81 leasehold properties held by indi- 
vidual assignees from the developers. 

Representative Asprnatu. Mr. Brown, before you go any further, 
could you advise the committee as to about how many of the 61 
items previously offered for sale through competitive bidding are 
likely not to be sold under the competitive bidding process? 

Mr. Brown. Of these 61 that are presently in the competitive 
bidding stage, is that your point of reference? 

Representative AspinALL. That is right. 

Mr. Brown. I would hazard an opinion we might be able to sell 
another seven or eight prior to the expiration of the year. On that 
point, Mr. Chairman, let me interpolate some very brief figures. 

There are two types of lots, regular lots and then what we call the 
flattop lots, those that have flattop houses on them and those people 
have additional priorities. 

Of the regular lots we had 680 to start with and those were offered 
to the four different priorities, sold to some extent. We had 541 to 
start with the competitive bid process, we sold 157 in that process, 
and we had 348 left at the expiration of the year in which we started 
to sell by direct negotiation. In that process we have sold 174 at 
the appraised price, leaving just 210 or 211. 

Richland, Wash.: 

Vacant residential lots: 33. 

Vacant tracts: Residential, 13 consisting of 62 acres; industrial, 17 
consisting of 21 acres; commercial, 10 consisting of 5 acres, plus 
block 732 consisting of 37 acres to be sold as an entity for shopping 
center development. 

Multifamily housing: Two apartment projects—bid opening June 
10, 1960. 

Defense housing: one title VIII project—Government-owned under- 
lying land subject to developers lease. 

For 17 properties at the bid opening Friday we had 1 bid for 2 
apartment units. That means we will have to go out again on the 
remaining 15 units. 

Nonprofit properties under lease: two. 

Leased commercial properties (63 sold to date): 

(a) Thirteen properties. where lessees have filed applications to 
purchase with good faith deposits and closing dates being routinely 
established. 

(b) Nineteen properties where lessees still have time to file applica- 
tion to purchase. 
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(c) Five properties to be offered to priority purchasers pending 
resolution of estate and other legal problems. 

(d) Nine properties where priorities have expired or were not 
applied for and will be offered to public on competitive sealed bid 
basis. Offer advertising is expected within the next 2 weeks. 

(e) Eighteen properties where lessees did not avail themselves of 
opportunity to purchase but wish to continue operation under long- 
term leases. Will be offered to public on competitive sealed bid basis, 
subject to lessees’ right to make a further offer when Government 
receives acceptable bid from third party. 

Representative AsprnaLL. Mr. Brown, according to your statement 
Oak Ridge has more vacant residential lots available as of this time 
than Richland. On the other hand, Richland has more commercial 
properties available for sale than Oak Ridge. 

Is there some significance or any comparison to be drawn between 
these two areas in that particular? 

Mr. Brown. In reverse order, speaking of commercial properties, 
Richland has been approximately a year behind the sales program at 
Oak Ridge. Richland started about a year later. 

We had approximately 120-some commercials in our inventory at 
Richland and approximately half of that has been completed. 

Conversely, we have sold all of the 104 commercial properties at 
Oak Ridge. 

The lot picture at Oak Ridge has been in numbers considerably 
greater than in Richland. We have had a considerably greater 
number of acres of residential property at Oak Ridge than at Richland. 
The community is larger geographically. 

Representative AspInaLL. Is the population larger? 

Mr. Brown. The population at Oak Ridge is approximately 6,000 
more, I would say. 

Representative AspINALL. Even then the acreage is proportionately 
larger so that when it comes to disposing of these residential areas 
there is perhaps a greater amount to be disposed of in the Oak Ridge 
area. 

Mr. Brown. That is right, yes, sir. 

This has been a highly constructive program. It has enabled both 
communities to reach a high percentage of homeownership and has 
enabled commercial lessees to complete the ownership of their 
businesses. 

It has also provided a means for the communities to become self- 
governed municipalities. 

As the result of this program we have turned over to the Treasury 
over $42 million. The excess of income and receipts over the values 
set by appraisal or by statute for the properties sold to date has been 
sufficient to pay the entire administrative cost of the sales program 
and leave in addition a balance in excess of $800,000. 

Representative AsprnaLu. Is there any particular significance to 
that? What is likely to be the result at the end of the program? 

Are you then going to be able to carry over these balances? 

Mr. Brown. Yes. Let me explain that briefly. In the most part 
we sell properties at a designated sales price. Now, those properties 
where we sell them on a competitive bid basis we have been making 
quite a great degree of money out of them. 
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I am confident, Mr. Chairman, that at the end of the program this 
















































figure referred to here will be somewhat in excess of a million dollars He 
over and after payment of all administrative expenses. (P 
Representative Van Zanpt. Mr. Brown, as one of the members of 
the subcommittee who lived with this problem for many years, has 
this program been implemented to the point now where no criticism Be 
is received by you, say over the past year? I am thinking now of the | Congr 
appraisal and so forth. ae 
Mr. Brown. In the last year, Congressman, I think we have had | "'S, 
one compaint from a commercial lessee about his appraised price. “d. 
Representative Van ZanpT. Something must have happened to | or en 
quiet those people down. As you know, the criticism was terrific, cond 
The delegations who came to Washington and appeared before us |” 
were belligerent. Apparently Congress has done a good job. M 
Mr. Brown. I think you established an excellent legislative | Meas 
program. the ¢ 
Representative VAN ZANpT. You people are entitled to credit also, AAS 
since you implemented the program according to the provision of | been 
law. whic 
Mr. Brown. We feel we have done out best. addi 
Representative Van Zanpt. I am glad to hear of it. _. de 
Mr. Brown. If you would like a breakdown of those figures, I have | Ing ! 
them for you. the ¢ 
Representative AsPINALL. Unless there is objection, they will be | to tl 
placed in the record at this point. Ri 
Hearing no objection, it is so ordered. all-c 
(The information referred to follows:) of r 
As of May 15, 1960: satu 
Excess over appraised value received on real property sales_.-_ $1, 342, 000 W 
Excess over par received from mortgage sales_--._....-.----- 317, 000 | term 
EG TO CITROE oc retisin ccanh emia dhawades<dabes 94, 000 | alloy 
Mortgage interest income received prior to mortgage sales - -__- 1, 525, 000 R 
iil ct A ee eee eee ee es ss a eke Oe) Weaken of t 
Less administrative costs and expenses__...........------------- resi¢ 
Excess to Treasury funding. .2502 2222 et SUL ei i Aes 818, 000 Pi 
Representative Van Zanpt. You have nothing to do with the dis- | able 
posal of the schools and the hospitals and business establishments? NM 
Mr. Brown. I do the business establishments, yes; but the com- | ther 
munity facilities, hospitals, libraries, and so forth, those are in the | at 
appropriate jurisdiction of the Atomic Energy Commission. trat 
These additional funds have come from four sources: Excess over | mor 
appraised value received on real property sales made under com- R 
petitive sealed bids; excess over par received from mortgage sales; X 
service fees earned; and mortgage interest received prior to mortgage | basi 
sales. R 
You have before you the breakdown of these different categories. X 
R 
PROPOSED LEGISLATION hav 
I have here a copy of the proposed bill, which I should like to ask ue 
the chairman’s permission to present for the record. 2 
Representative AsprnaLL. Unless there is objection, the proposed 


bill will be made a part of the record at. this point. 
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iw Hearing no objection, it is so ordered. 
(The bill referred to follows:) 
s of 
has 
ism 
the 


had 


A BILL To amend the Atomic Energy Community Act of 1955 with respect to 
the disposition of real property 


Be it enacted by the Senate and House of Representatives of the United States in 
Congress assembled, That section 62. a. of the Atomic Energy Community Act of 
1955 is amended by striking out “‘house, apartment building, or dormitory”’ in 
the first sentence and inserting in lieu thereof ‘‘such property”’. 

Sec. 2. Section 62. d. of said Act is amended to read as follows: 

“d. Notwithstanding any other provision of law, the Commission may sell, 
or enter into contracts for servicing, any notes and mortgages acquired under 
subsections a. and c. thereof on terms and conditions set by the Commission and 
without regard to the provisions of section 3709 of the Revised Statutes.” 


Mr. Brown. The purpose of this bill is to provide an additional 
measure of flexibility which we believe will be extremely helpful to 
the disposition of the remaining property. 

As might be expected, the property which is the easiest to sell has 
been sold first, and the remaining properties offer some difficulties 
which we can better solve in the interest of the Government with 
additional administrative flexibility in certain areas. 

Section | of the proposed bill would authorize the sale of the remain- 
ing residential lots on a term rather than an all-cash basis. Under 
the existing legislation we already have the same authority in relation 
to the sale of vacant commercial and industrial land. 

Residential lots are becoming increasingly difficult to market on an 
all-cash basis for the reason that we have sold several thousand acres 
of residential land for subdivision purposes and thus have almost 
saturated the market for this type of property. 
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000} We believe the authority to sell the remaining residential lots on a 
, 000 | term basis will sufficiently facilitate the sale of these properties to 
, 000 | allow us to complete our program. 
» 009 Representative ASPINALL. Mr. Brown, we notice here that section 1 
. 900 | of the proposed bill would provide authority to sell the remaining 
), 000 | residential lots on a term rather than an all-cash basis. 
; Are there any reasons for accelerating sales of these lots rather than 
000 Ce : 7 ; 
retaining them under the ownership that you now have until a suit- 
dis- | able market develops? 
nts? Mr. Brown. I believe it would be more expensive for us to retain 
‘om- | them because these lots, with the mortgages, are largely our inventory 
the | at Oak Ridge, which means maintaining a staff down there, adminis- 
trative expense, just for those. I believe if we can reduce those to 
over | mortgage, then we can dispose of those mortgages much easier. 
-om- Representative Van Zanpvt. Is this tax exempt? 
ales; Mr. Brown. It is tax exempt now. If we can sell them on term 
gage | basis, we would put them on the tax rolls. 
Representative Van Zanprt. Is there any maintenance cost at all? 
es. Mr. Brown. Not at all. 
Representative Van Zanpt. The cost is in the organization you 
have to administer the program? 
Mr. Brown. Yes. The cost is in the organization that we would 
» ask | require to maintain for that purpose. 
edad econdly, those would be withheld from the tax rolls. 


Representative Van Zanpt. Comparing the terms on the lots you 
have already sold and the estimated amount which you will receive 
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from lots sold under this provision, what loss will the Government | M1: 
face? mem 
Mr. Brown. I do not know. We would proceed to administer this Mi 
program so that there would be no loss to the Government. To that Re 
extent that we can do it, there would be none. part 
Representative Van Zanpt. In other words, if you can sell for the (T 
same amount you would sell under the present authority, except 
instead of for cash it would be on a term basis; is that what you have 
in mind? 
Mr. Brown. That is correct. eet 
Let me point out that we have the authority under the present act ( 
to sell these lots for less than the appraised value, although, as I DE 
tried to explain earlier, we are still getting the appraised value. June 
We are just about at the end of our road there. We will have to | ay! 
sell a number of them for less than they were appraised for. eo 
Representative Van Zanprt. Is it proper to say these lots are less M: 
attractive than the ones you have sold already? legisl 
Mr. Brown. Considerably so. the 
Representative Van Zanpt. Therefore, you should expect a lesser — 
return? enact 
Mr. Brown. In certain instances we may have to take a licking. | As y 
I hope not. willi 
Representative Asprnatu. Of course, you have a certain adminis- | 970% 
trative obligation for expense even if you sell them on long term? tion 
Mr. Brown. I am sorry, I did not get your question. serve 
Representative AspinaLL. Would you not still have administrative | addi 
responsibility with an expense attached to it even if you sell them ona | Prop 
long-term-contract basis? offer 
Mr. Brown. Yes; we would to this extent: We would bring those In 
mortgages into the Finance and Accounts Division here in Washing- = tk 
ton and they would be collected by mail. That is prior to our sale of oan. 
those mortgages. of pi 
Representative Asprnautu. Mr. Toll has a question. _ | men 
Mr. Tou. Mr. Brown, was there any legislative history behind this | the: 
in 1955 as to why the act at that time was drawn so that partial | G5" 
financing would be permitted on improved property but not on un- | the, 
improved property? Why was this distinction made in the first | men 
place ? redu 
Mr. Brown. I think the reason the distinction came in—I want “se 
to avoid the phrase “the distinction was made’’—I think it came in ] 65 ¢ 
this way, in consideration of the financing under FHA terms. mor 
Now, FHA has provisions for financing houses and apartment 
buildings, as you know, that is, insure the mortgages on those; how- 
ever, they do not have the means to insure a mortgage on vacant land. | yy, 
I think that is where the distinction came in. think it was an 
oversight. y 
Representative Van Zanpt. Pardon? indi 
Mr. Brown. I think it was an oversight. the 
Mr. Tout. Do you know whether this language was originally A 
requested by the executive branch or was this something made by 
the Congress, this particular wording? Is this particular section 62(a) | me, 
of the bill, as it is now written, in the same form as proposed by the | (Pu 
executive? fins 
Mr. Brown. You are referring back to the legislative history prior Ge 





to my interest in the program. Iam sorry, I cannot answer that. 
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Mr. Tort. Would it be possible for you to submit for the record a 
memorandum on the legislative history of subsection 62(a)? 
Mr. Brown. We will be pleased to do that. 


Representative AsprnaLu. If you can submit that, it will be made a 
part of the record at this point. 


(The information referred to follows:) 


Hovustinc AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., June 22, 1960, 
Hon. WayYNnE N. ASPINALL, 
Chairman, Sybcommittee on Communities, Joint Committee on Atomic Energy, 
Capitol Building, Washington, D.C. 

DEAR CONGRESSMAN ASPINALL: At the hearing before your subcommittee on 
June 13, we were requested to advise the subcommittee as to whether there was 
any legislative history in the enactment of the Atomic Energy Community Act of 
1955 and amendments thereto with reference to Government financing in the sale 
of vacant residential land. 

My General Counsel has furnished me with the enclosed memorandum of the 
legislative history of the 1955 act and amendments to it. It would appear that 
the Congress did not give specific consideration in that connection to Government 
financing in the sale of vacant residential land. 

You also requested us to advise the subcommittee of the approximate savings by 
enactment of the legislation in relation to reduction in Government personnel. 
As you may appreciate there are many imponderables, such as the availability of 
willing buyers, that make it difficult to accurately forecast the termination of the 
program at either community and accordingly determine what the savings may be. 
Additional increments of inventory by the Atomic Energy Commission’s classifica- 
tion of further property for sale, obtaining appraisals, and preparation of offering 
serve to extend our forecast. Since our hearing, the Commission has classified 
additional property at Oak Ridge for sale. In addition to the inventory of 
properties remaining to be sold, as furnished the committee at the hearing, there 
are now four more properties to be sold, two to priority purchasers and two to be 
offered on a competitive bid basis. 

In estimating the savings in administrative costs above, assuming enactment 
of the proposed legislation in contrast to the termination of the program without 
the proposed legislation, we have concluded a conservative estimate in excess of 
$50,000 insofar as the Housing and Home Finance Agency is concerned by way 
of personnel restriction. In addition, other savings would accrue to the Govern- 
ment through reduction in personnel by the Atomic Energy Commission, both at 
the central office level and at the communities, including their respective manage- 
ment contractors, Management Services, Inc., of Oak Ridge, and General Electric 
Co. at Richland. Early transfer of real property into private ownership, and to 
the extent this property may be improved by housing construction, means enroll- 
ment on the respective tax rolls. To the extent indicated, this would serve to 
reduce the Government’s obligation by subsidy to the two communities. 

Having the authority to sell mortgages, as contemplated and permitted by the 
proposed legislation, we would be in an advantageous position for early liquidation 
of the several millions of dollars in our mortgage portfolio and transfer of this 
money into the Treasury. 

Sincerely yours, 
Norman P. Mason, Administrator. 


LEGISLATIVE History oF THE ATomic ENERGY Community Act or 1955 AND 
AMENDMENTS THERETO 


You asked whether the legislative history of the above act and amendments 
indicates that the Congress has given consideration to Government financing in 
the sale of vacant residential land under the act. 

A review of the legislative history does not indicate that the Congress gave 
consideration to this matter. 

Although there was some effort made to have the Congress provide for Govern- 
ment financing in the sale of commercial property at the hearings on the 1955 act 
(Public Law 221, 84th Cong.), the emphasis was laid on the need for Government 
financing of homes where private pee was not available. The Joint Com- 
mittee reported a bill to the Senate and House which contained a provision for 


Government financing of improved residential property (houses, apartment 
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buildings, and dormitories) and such a provision was incorporated in the 1955 act, finan 
(See 8. 2630 and H.R. 7576, 84th Cong., Ist sess., secs. 61 and 62 and accompany- 1 
ing reports of the Joint Committee on Atomic Energy, S. Rept. No. 1140 and } TeSU 


H. Rept. No. 1402, pp. 7 and 12.) 
Although section 62 of the 1955 act was amended in 1956 (Public Law 802, 84th 


Oak I 
} I 
Cong.), subsection (a) of that section, which relates to Government financing of 











improved residential property, was not changed. However, a subsection (c) was C 
added which authorized the Government to finance the sale of commercial oe Richl: 
erty where financing on reasonable terms is not available from other sources. e I 
found nothing in the legislative history of the 1956 amendments to indicate that ( 
any consideration was given to amending subsection (a) in order to authorize the 
Government financing of vacant residential land. (See S. 3822 and H.R. 11077, Th 
84th Cong., 2d sess., sec. 2 and accompanying reports of the Joint Committee on | have 
Atomic Energy, 8. Rept. No. 2528 and H. Rept. 2693, pp. 2 and 5.) the 
Mr. Brown. Section 2 of the bill is designed to give us the admin- | com1 
istrative flexibility which we believe we should have in order to service | their 
and sell the balance of our existing and anticipated mortgage portfolio | Se 
in the best interest of the Government. mort 
Representative AsprnaLu. Unless there is objection, the comparison | prop 
made by the staff under the present law and the proposed law showing | In 
in brackets the changes, will be made a part of the record at this | flexil 
place. Fe 
Hearing no objection, it is so ordered. cont 
(The information referred to follows:) certé 
exac 
CoMPARATIVE BILL wou 
(Indicating changes to Atomic Energy Community Act of 1955 proposed by | Inve 
Housing and Home Finance Agency) expa 
[Italics indicate new language; black brackets indicate deleted language] Al 
nego 
Sec. 62. Commission FINANCING. Wes 
a. In the event that the Commission finds that financing on reasonable ft 
terms is not available from other sources, the Commission may, in order to | 0 
facilitate the sale of residential property under chapter 5 of this Act, accept bids 
in partial payment of the purchase price of any [house, apartment building, Ir 
or dormitory] such property notes secured by first mortgages on such terms oblis 
and conditions as the Commission shall deem appropriate. In the case of os 


houses and apartment buildings, the maturity and percentage of appraised 
value in connection with such notes and mortgages shall not exceed those 
prescribed under section 223(a) of the National Housing Act, as amended, 
and the interest rate shall equal the interest rate plus the premium being 
charged (and any periodic service charge being authorized by the Federal 
Housing Commissioner for properties of similar character) under section 
223(a) of the National Housing Act, as amended, at the effective date of such 
notes and mortgages. 

b. In connection with the sale of residential property financed under 
section 62a. of this Act, the Commission is authorized to make advances for 
necessary repairs, or for the rehabilitation, modernization, rebuilding, or 
enlargement of single and duplex residential properties to priority purchasers, 
and to include such advances in the amount of the note secured by the 
mortgage on such property. _ 

c. In the event that the Commission finds that financing on reasonable 
terms is not available from other sources, the Commission may, in order to 
facilitate the sale of commercial property under chapter 5 of this Act, accept, 
in partial payment of the purchase price of any commercial property notes 
secured by first mortgages on such terms and conditions as the Commission 
shall deem appropriate. 

d. Notwithstanding any other provision of law; the Commission may sell, 
or enter into contracts for servicing, any notes and mortgages acquired under sub- 
sections a and c hereof on terms and conditions set by the Commission 
and without regard to the provisions of section 3709 of the Revised Statutes, 


Mr. Brown. Existing legislation authorizes the agency to previde 
financing in the sales of certain properties in the absence of private 
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act. 
any- 
and 


financing on reasonable terms, The remaining mortgage portfolio 
resulting from such sales is as follows: 
Oak Ridge: 
Residential, 622 mortgages (including mortgages on 2 apartment 
Hrojeets) eerenEleei. feo weds. side. peed 2a $4, 806, 284 
Commercial, 5 mortgages aggregating. ____._..__.____._____-- 247, 875 
Richland: 
TRUEGUIGEEn. "GES TOT EINNENNES on. Seas one ae en ee ieee me 2, 683, 150 
Commiercial, 6 morti@epet. wii oul. ee Se ek 200, 886 


The improved residential and commercial properties at Oak Ridge 
have been sold, but there are indications that it will be necessary for 
the Agency to provide the financing at Richland for a number of 
commercial properties and two apartment projects in order to facilitate 
their sales. 

Section 62(d) of the present act authorizes the sale of notes and 
mortgages acquired in financing sales of commercial or residential 
property ‘‘on terms set by the Commission.” 

In certain cases, this wording has not provided the necessary 
flexibility. 

For example, it does not give adequate authority for commitment 
contracts under which the buyer would commit himself to make 
certain purchases within a certain time but with flexibility as to the 
exact schedule. The use of this and other customary market practices 
would greatly facilitate the sale of these mortgages to institutional 
investors. We are proposing in section 2 that the word “terms” be 
expanded to “terms and conditions.” 

Authority is also needed for the sale of notes and mortgages through 
negotiation. It has been held that the present authority under the 
language just quoted does not affect the requirement in section 3709 
. : ie Revised Statutes that sales be made only after advertising for 

ids. 

In the limited local market available for the sale of many of these 
obligations experience has shown that formal bidding after advertising 
is often less effective than negotiation, and that Doth methods, or 
negotiation alone, should be used. 

The proposed language in section 2 of the bill would, therefore, 
specifically exempt these sales from the requirements of section 3709. 

Section 2 would also permit contracts for servicing of the notes 
and mortgages by private institutions, pending sale, through negotia- 
tion or advertising. This would permit a substantial saving through 
the elimination of specialized staff now retained only for such servicing 
of a reducing volume of mortgages. 

Representative AsprnaLL. May I interrupt there, Mr. Brown? 

Concerning section 2 of the bill, please describe in somewhat more 
detail the existing practices as to the handling of the mortgage port- 
folio. Does the Housing and Home Finance Agency sell the mort- 
gages to private financing companies and how would you be able to 
better handle arrangements under the new language of the proposed 
bill than you are now handling under the present situation? 

Mr. Brown. Yes, sir. At the present time we are required to 
retain a staff at each community to service the mortgages, that is, 
make the collections and police the payments, We are unable to 
place those by contract with an institution, bank, savings and loan, 
to do the servicing for us. 
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Representative AsPINALL. Yousay youare unable. Is that because 
of the law? 


Mr. Brown. Under the interpretation of the present legislation; 
yes, sir. 

Now our practice in selling mortgages is simply this. We are 
required to put them up for competitive bid. I have sent out informa- 
tional pieces to every savings and loan association in the country, 
for example, with assets of $20 million and above. 

Routinely I send out for each sale about 1,300 individual letters 
to officers in the insurance industry. The information about the 
availability of mortgages is carried through the two savings and loan 
journals as well as the Mutual Savings Bank Journal. 

We also advertise in the Wall Street Journal. 

Now without exception the only bids that we have received from 
institutional investors, from New York to Seattle, are those whose 
offices I walk into and sit down with and in effect negotiate them into 
a position where they are ready to bid on the properties. 

That is a cumbersome process. It is demonstrated that the effee- 
tive sale is through negotiation and not through the time-consuming 
and expensive process of mailing out the information and advertising. 

Now I do not want to obviate advertising in any respect. I will 
advertise every place I think I can get a buyer, but the point is that 
when we are able to find an institution that needs this type of mort- 
gage and wants to buy it we would like to be in a position of selling 
them to them for at least par if not better. 

Representative Van Zanpt. Mr. Brown, how much of an organiza- 
tion do you have at Oak Ridge? 

Mr. Brown. I will have to ask Mr. Smith. I think at Oak Ridge 
we have approximately 10, is that correct? We have 10 at Oak 
Ridge and 11 at Richland. 

Representative AsprnaLu. Will you give your name? 

Mr. Sirn. Joseph P. Smith, Jr., Assistant Director of the Com- 
munity Disposition Program. 

Representative Van Zanpt. How many do you have in Washing- 
ton? 

Mr. Brown. Mr. Smith and myself, professional people. 

Representative Van Zanpr. It looks like an organization of 25 
then? 

Mr. Brown. Yes. 

Representative Van Zanpr. How long will it take you to clean up 
this problem if the law is changed as you suggest. 

Mr. Brown. If the legislation were effective tomorrow, I think we 
might be able to clean up Oak Ridge in about 2 months. 

Representative Van ZANDT. Two months? 

Mr. Brown. That is a rather optimistic note, but I would strive 
for that figure. 

Representative Van Zanpt, What about Richland? 

Mr. Brown. Richland would take a longer time because our re- 
maining inventory there largely consists of commercial properties and 
this legislation would not effect the immediate sale of that. 

However, when they would be reduced to mortgages through our 
financing, then I would greatly expedite the sale of those mortgages in 
commercial channels. 

There is one point I missed in our sale of mortgages. There is not 
the buy-sell market in commercial mortgages as there is in residential 
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mortgages. Competitive bidding on sale of commercial mortgages is 
almost unheard of. In order to have an effective sale I would have 

to be in a position to sit down across the desk with a banker or a 
savings or loan association to sell them. 

Representative Van Zanpt. Mr. Brown, what is the monthly cost 
in administering this program? 

Mr. Brown. I do not have that. I will have to supply that for 
the record. 

Representative Van Zanpt. Do you have an estimate? 

Mr. Brown. It is on quite a declining scale month by month. 
Our administrative expenses for the program so far starting in 1956 
are the $2,400,000 that you have before you on that sheet. 

Representative VAN Zanvv. That is total? 

Mr. Brown. Yes, sir; up to the 15th of May. 

Representative Van Zanvt. What I am thinking of here is whether 
there would be a savings to the taxpayer if we were to amend the law 
as you desire? 

Mr. Brown. There would be. 

Representative Van Zanpt. So that you could liquidate this 
administrative expense? 

Mr. Brown. There would be a savings in two parts again. In sale 
of mortgages it would return the money to the Treasury, that is one. 

In relation to real estate we would not only get the money in by 
way of mortgages and sale in the secondary market, but almost ‘equally 
of course would be the enrollment on the tax rolls in the two com- 
munities. 

Now we feel very keenly that that is something that would be most 
beneficial to the communities, the Commission, and the Government. 

Representative Van Zanpt. I have another question, Mr. Brown. 
As to the authority that you requested in this proposed bill, is it un- 
usual so far as your agency of government is concerned? 

Mr. Brown. Let me say that the community disposition program 
is a little unusual in our agency because it has never been done before. 

Now the authority we are seeking in this legislation would follow 
the regular commercial procedure for sale of mortgages in the secondary 
market. 

Representative Van ZanptT. It is a new procedure in the industry. 

Mr. Brown. In the industry. 

Representative Van ZanptT. But it is not unusual for government? 

Mr. Brown. Other than FNMA, I do not know of any other facet 
of government that is selling mortgages to the scale and extent that 
we are. 

Mr. Tou. I would like to ask a question on the way you have 
been selling mortgages under your present policies. 

Do you have any criteria? Is it on a percentage basis? How do 
you try to get the best possible deal for the Government when you 
sell these mortgages? 

Mr. Brown. The critera or the breaking point is always par. 
Now we have been in the discount market for mortgages for quite a 
number of years. In our efforts to sell mortgages we do not talk 
about anything less than par. 

So far we have been able to get a horse race going between different 
institutional investors to bid above par. 
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Mr. Totxi. Would you have any objection if there were a require- 
ment added to the bill that you would have to sell the mortgages in 
any event for at least par? 

Mr. Brown. Yes, I would because we may come to the point where 
we cannot do that. Keep in mind that our consistent effort has been 
made to do way beyond that. But I do not feel that we should be 
tied to that requirement because there will come a certain point of 
time in some of the mortgages when their average principal gets so 
low that the servicing costs are so high that if they are not sold by 
that time we may have to sell them for a shade below par. I hope 
not. I just want to point out the dangers of that. 

Mr. Touu. But you would remove the requirement of advertising 
and then if you do not have the requirement of selling for at least 
par, do you think that the Congress would be giving your agency too 
much discretion, too much authority? Would there be an assurance 
that the Government’s investment would be adequately protected? 

Mr. Brown. We have not been required to get par so far. Now 
just let me give you a personal feeling about it. We have not been 
required, as a matter of law in the Teatdlction. to sell only at the 
appraised value. 

Conversely, we promote these properties and have gotten about a 
million and a half dollars over the appraised value when we were 
able to do so. 

Again, we will continue in that effort the same way as we have 
produced in mortgages. 

Mr. Tout. What percent of your mortgages is involved here? 
How many have you already sold as opposed to how many you have 
left to sell if you get the new authority? 

Mr. Brown. We have sold approximately $22 million in mortgages 
so far. I believe there are $7 million some left. 

Mr. Tou. That is the dollar value? 

Mr. Brown. Yes. 

Mr. Toutu. Thank you. 

Representative AspinaLL. You may proceed with the balance of 
your statement. 

Mr. Brown. The proposed legislation has the approval of the 
Atomic Energy Commission and | am informed that witnesses from 
that Commission here today will so testify. 

This statement is, of course, supported by the Administrator of the 
Housing and Home Finance Agency and I am authorized to state that 
the Bureau of the Budget has no objection to the proposed legislation. 

This concludes my prepared statement. I shall be pleased to 
answer any questions concerning the progress of our program or con- 
cerning the necessity for and effect of the proposed legislation. 

Representative AsprnaLu. Mr. Brown, in the light of the way you 
answered the questions that were asked by Mr. Van Zandt relative 
to the timing, is it absolutely essential that Congress enact this 
legislation proposed in your recommended bill before adjournment 
of Congress? 

Mr. Brown. If we get this legislation, Mr. Chairman, I think we 
can finish both communities within this calendar year. 

Representative AsPINALL. Your statement was that you thought 
you could take care of Oak Ridge within 2 months and that it would 
take you sometime after that to take care of Richland. 
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Do I understand now that you think you can take care of Richland 
let us say within a 6 months’ period? 

Mr. Brown. We sell property as soon as we get a willing buyer. 

Representative Aspinauu. I understand that, but you have thrown 
this legislation at us in the closing hours of the session. The remaining 
hours will be very difficult. It may be very difficult for us to get 
favorable action on this. I am wondering how important it is that 
we give it everything we have to get a legislative decision? 

Mr. Brown. As far as the expense to the Government, I think it 
is quite important that we be in a position where we either liquidate 
the Oak Ridge office completely or reduce staff materially. 

The same is true of Richland. If we could get rid of the mortgages 
either by servicing or by sale, contract commitment to purchase, we 
could reduce the staff considerably. 

Representative AspinaLu. If we could pass this legislation before 
this Csieigr dt adjourns, what is the approximate saving that you will 
be able to make in dollars and cents? 

Mr. Brown. I do not have that figure, Mr. Chairman, I will have 
to get that for the record. 

Representative Asprnauu. If you will, we will put it in the record 
at this place unless there is objection. 

(The information referred to appears in letter dated June 22, 1960, 
to Congressman Aspinall to Norman P. Mason, Administrator, 
Housing and Home Finance Agency, p. 7.) 

Representative VAN Zanpr. Mr. Brown, I doubt whether you will 
have too much difficulty getting the average Member of the House to 
vote for this bill since this is about the only piece of legislation we 
are going to consider this year that will save money or reduce Govern- 
ment expense. 

Representative AspinaLL. Are there any further questions of Mr, 
Brown? 

Thank you very much. 

Mr. Brown. Mr. Chairman, before I leave, I thought I might tell 
you in relation to Los Alamos—although that is not in our official 
jurisdiction, I have talked with the people in the Atomic Energy 
Commission. We are reaching the point where we are reducing staff 
considerably. Our discussions have centered upon this point, that 
we might perfect a team within our community disposition program 
to go out to Los Alamos and make a third part objective analysis 
insofar as it relates to our specialized skills and techniques of dis- 
position. 

We have not come to any firm. conclusions on that, but I thought 
for your benefit we would let you know. 

Senator ANprerRson. I think that would be very useful. I think 
the people up there would like to have you take a look. There is, 
of course, the possibility that every time somebody arrives everybody 
gets frightened that you are going to start selling these houses out 
from under them and they are. wondering when they are going to have 
to leave the community, and so forth. 

Mr. Brown. Let me say we would want to be very careful in that 
connection that it be understood that we would not be precipitating 
anything but we would be adding for the record a review as our experi- 
ence has shown. 


58510—_60——8 














14 ATOMIC ENERGY COMMUNITIES 





Senator ANDERSON. Recently in the report of the Los Alamos Plan- 
ning Committee—this has just been released—they have this recom- 
mendation : 


A disposal plan for Los Alamos should be prepared as soon as possible which 
establishes the known goals on an orderly schedule. The residents should partici- 
pate in all stages of the planning. 

The only thing I want to urge is that you bear that recommenda- 
tion in mind and if the team is sent out to help, it be done with the 
full understanding that the residents have an opportunity to sort of 
sit in and find out what goes on so that they do not get disturbed 
again as they have been two or three times by premature stories. 

[ thought if I read you that little bit it would be enough to warn 
you to be very careful with them and I know you will be. 

Mr. Brown. After our experimence at Richland in certain parts, | 
think we are quite well acquainted with what some of those pitfalls 
may be. 

Representative AspINALL. Thank you very much. 

Mr. Brown. Thank you, Mr. Chairman. 

Representative ASPINALL. The next witness will be Col. J. R. Hood, 
Deputy Director, Division of Military Application, and G. J. Keto, 
Assistant Director, Division of Military Application, for the presen- 
tation of Los Alamos and Sandia. 


STATEMENTS OF COL. J. R. HOOD, DEPUTY DIRECTOR, DIVISION 
OF MILITARY APPLICATION; AND G. J. KETO, ASSISTANT 
DIRECTOR, DIVISION OF MILITARY APPLICATION 


Colonel Hoop. Thank you, Mr. Chairman. 
As you pointed out, I am deputy to General Starbird, Director of 
DMA. General Starbird asked me to express his regrets that he 
could not be here due to a recent death in his family. 

Mr. John Keto here, who is Assistant Director of DMA, has been 
primarily concerned with community affairs at Los Alamos and 
Sandia. He has a statement he is prepared to make at this time. 

So 1 would like to turn it over to him. 

Representative AsPpINALL. You may proceed. 

Mr. Kero. Thank you very much. 

Approximately 1 year ago General Starbird reported to the Sub- 
committee on Communities of JCAE on the status of the two Govern- 
ment-owned communities under the jurisdiction of the AEC Division 
of Military Application. 

The smaller of these communities is known as the Sandia community 
and is located at Sandia Base, Albuquerque, and has been primarily 
for the use of employees of Sandia laboratories. 

The second is Los Alamos, a community of approximately 13,000 
population which provides community services in support of the ‘Los 
Alamos Scientific Laboratory. 

With your permission, Mr. Chairman, I would like to bring General 
Starbird’s remarks of last year up to date by advising you of the sig- 
nificant development of the past year. I would like to discuss each 
community separately. 

Sandia: In my remarks last year I indicated that consideration was 
being given to a plan to declare the Sandia housing as excess to AEC 
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needs in view of the present availability of sufficient housing in 
Albuquerque. 

The assumption at that time was that such a plan might be carried 
out in fiscal year 1961. The General Manager has approved a finding 
that Sandia housing which includes 401 family housing and apartment 
units and 97 dormitor y rooms, is excess to AEC needs and authorized 
that it be so reported to the General Services Administration for 
disposal. 

Necessary papers for reporting this excess property to GSA are now 
being processed. AEC is aware of a housing requirement of the 
DOD Defense Atomic Support Agency Field Command at Sandia 
and has in the report of excess called this to the attention of GSA. 

It is our understanding that the DOD will request the transfer of 
this housing to DASA. This declaration to GSA is made subject to 
the present AEC and contractor occupants being permitted to con- 
tinue their tenancy until June 30, 1961. Special consideration will be 
given beyond this date for hardship cases. 

It now appears that AEC ownership and management of the Sandia 
community can be terminated during fiscal year 1961. With the 
elimination of the Sandia community, the remaining interest of the 
AEC at Sandia Base will be the Sandia Laboratory, the Coronado 


Club—a recreation and inplant feeding facility for the Sandia Labora- 
tory—the AEC Operations Office headquarters and the Sandia area 
office. 

Representative AsprnatL. Mr. Keto, will the termination of the 
Atomic Energy Commission’s ownership cause any hardship to per- 


sons now r residing i in Atomic Energy Commission owned houses? 

Mr. Kero. Mr. Chairman, we believe not. We have tried very 
hard to assure that this will not be the case. We did in our declara- 
tion of excess say that the present AEC occupants and contract 
occupants would be allowed to remain there until a year from this 
June 30. 

Just before I came to the hearing, Mr. Chairman, I did contact the 
manager of the Sandia area office and he told me that to the best of 
his knowledge there had been no complaints; in fact, very little dis- 
cussion of this, at Albuquerque. 

Representative Asprnaty. You have kept the people informed as 
to what you had in mind as you have made your progress? 

Mr. Kero. Mr. Chairman, we did that as early as a year ago last 
June. I believe it was June 11, 1959, we told them that this would be 
a possibility. 

Representative AsprnaLu. As I understood, you said that previous 
to this hearing you were in touch with someone out there? 

Mr. Kero. Yes. 

Representative AspinaLu. And although the community knows 
about it, they have been advised, so far there has been no adverse re- 
action. 

Mr. Kero. That is absolutely correct, Mr. Chairman. 

Representativ e AsprnaLy. You may proceed. 

Mr. Kero. Los Alamos: There have been several significant occur- 
rences in the past year which affect the Los Alamos community. I 
will discuss each of these in some detail. 

(a) Construction of privately owned houses on Barranca Mesa 


lots—which were developed and sold to project-connected persons by 
AEC—continued during the past year. 
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Seventy-two lots have been sold and 53 houses have been completed 
or are under construction. 

Development work—streets, utilities site development—will be 
omislaal this month, June 1960, on 47 additional lots in Barranca 
Mesa. It is planned to offer these lots for sale as early as possible 
this summer. Funds for an additional increment of 73 lots is in- 
cluded in the fiscal year 1961 budget. 

Representative AspinaLL. Mr. Keto, do you have any regulation 
or any uniform procedure which you have been following up to this 
time which requires that construction of houses in that area be made 
promptly? 

Mr. Kero. I am sorry, I did not hear your question, Mr. Chairman. 

Representative AsprnaLu. Do you have any regulation or have you 
followed any procedure that would require that housing on Barranca 
Mesa be constructed promptly within a reasonable length of time? 

Mr. Kero. Mr. Chairman, these houses are being developed by 
private individuals, themselves, on lots that were developed by the 
Atomic Energy Commission. Many of the houses are being con- 
structed by the individuals, themselves, and we do not in these particu- 
car cases, since the individuals are building the houses themselves, we 
do not, Mr. Chairman, have any requirement of completion. 

Representative AspInaLL. How about where a development com- 
pany may be engaged in building some houses, do you then have 
contract provisions? 

Mr. Kero. Yes, sir, we have two instances. We have requested 
bids for the development of a community for some 200 houses or lots 
within the White Rock area. 

Senator ANDERSON. But not Barranca Mesa? 

Mr. Kero. Not Barranca Mesa lots. I am now talking about 
White Rock. We do in that case have a requirement that houses be 
completed in a specific time. 

Senator ANDERSON. I do not believe the chairman of this subcom- 
mittee has gotten an answer to his question yet. When you sell a 
man a lot in Barranca Mesa, do you require him to build on it within 
any specified time? 

Mr. Kero. I am sorry. Yes, within a year, sir. 

Representative ASPINALL. Within how long? 

Mr. Kero. That he should start construction of a house within a 
year. 

Representative AsprinALL. If he starts within a year, how soon does 
he have to complete it? 

Mr. Kero. I am not aware of any completion date. I am sorry, 
I misunderstood your question. 

Senator ANDERSON. He does pay money down on the lot, does he 


not? At the time when he settles for it he must pay money down at 
that time? 


Mr. Kero. That is correct. 

Senator ANDERSON. These are not cheap lots, are they? These 
are reasonably expensive in the ordinary sense? 

Mr. Kero. These lots are sold at FHA-appraised values and they 
are not inexpensive lots. 


Senator ANDERSON. The result has been very nice homes, would 
you not say. 


Mr. Kero. Yes, sir, they are very nice. 
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Senator ANDERSON. They have some extremely nice homes there. 

Representative Van Zanpt. With respect to the location of these 
homesites on Barranca Mesa, that was Government property origi- 
nally, was it not? 

Mr. Kero. Originally it was Government property. 

Representative Van Zanpt. And the Government improved the 
area? 

Mr. Keto. The Government developed the area, that is correct. 

Representative Van Zanpt. And in the cost of sale is the Govern- 
ment fully compensated for its expenditure? 

Mr. Keto. The Government is fully compensated for its expendi- 
ture in this manner, that it would be first through the sale price of 
the lot and in addition through the sale of utilities. We would expect 
that in a period of 15 or 17 years the Government would fully recover. 

Representative Van Zanprt. In other words, the Government will 
fully recover? 

Mr. Keto. That is correct. 

Representative VAN ZaNpT. Any investment it has in this piece of 
real estate? 

Mr. Keto. That is correct, sir. 

Senator ANDERSON. This will run to 192 houses under the present 
plan for Barranca Mesa? 

Mr. Kero. That is correct. 

Senator ANDERSON. Would you not say that has been a very 
satisfactory development? 

Mr. Kero. That has been a very satisfactory development. 

Senator ANDErsON. I think it is fine. I believe it has been very 
well handled and it has come out very well. 

Mr. Keto. Thank you very much. 

If I may continue my statement. 

(6) In line with our attempts to promote private housing ownership 
at Los Alamos, the AEC has approved a housing development plan 
which contemplates making available an acre on White Rock Mesa 
as the site for a privately financed housing subdivision. 

We have issued invitations to approximately 200 interested con- 
tractors. The date for the opening proposals under this invitation 
is June 27, 1960. 

The invitation calls for complete development of 200 lots including 
roads, streets, utilities, and site development at the expense of the 
development contractor. The contractor may build houses on these 
lots for either sale or rental. 

Also, the contractor may sell completely developed lots to individual 
purchasers who will arrange for construction of their own houses. 

Representative AsprnaLi. Mr. Keto, how do the prices of these 
lots compare with those at Barranca Mesa. 

Mr. Kero. It is difficult to say, Mr. Chairman, for this reason: 

These White Rock houses and lots would be developed by a private 
developer. However, I believe because of the terrain these lots will 
in effect be somewhat less expensive to develop than at Barranca Mesa. 

Representative AspINALL. Who pays for the development if the 
contractor does the work? Is that his responsibility? 

Mr. Kero. In the case of White Rock, that is the contractor’s 
responsibility. 
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Senator ANDERSON. Now, at White Rock, are they going to have 
some trouble up there with the fact that they cannot get any mortgage 
money? 

Mr. Kero. J talked to Mr. Wilson a few moments ago, Senator 
Anderson, and he reports that 15 possible developers have come out 
and looked at the White Roe ik area, that bids are to be in on June 27. 

I think we just have to wait and see until we get some bids and 
take a look at those. 

I think certainly the fact that FHA will not guarantee these homes 
will be a difficulty, but I would like very much to wait until June 27 
to see about the bid. 

Senator ANDERSON. It does promise to be a very interesting develop- 
ment there; it looks like it might. 

Mr. Kero. Yes, indeed. 

Representative Van Zanpt. Where is this White Rock develop- 
ment? 

Senator ANDERSON. As soon as you come off the hill in an airplane 
and start coming down the river. 

Mr. Kero. That is right. It is about 8 miles southeast of Los 
Alamos itself. It is a very beautiful area that overlooks canyons 
there. 

Senator AnpERSON. And very level country compared to the rest 
of the area. It is the site of the construction camp that once existed. 

Mr. Kero. Colonel Hood tells me that it is a thousand feet lower 
than Los Alamos, itself. 

Representative AspINALL. Is there prospective demand for housing 
in this area without diminishing the use of already established area 
housing? 

Mr. Kero. Mr. Chairman, the Atomic Energy Commission ran a 
survey before it started on this possibility of developing the White 
Rock area and 250 project-connected people expressed an interest in 
purchasing a house at White Rock if that area were developed. 

Now, this is a considerably larger indication of interest than was 
originally indicated in Barranca Mesa. 

I would also like to say that the housing at White Rock will possibly 
be somewhat less expensive than at Barranca Mesa. 

Representative AspinaALL. Do you think that interest continues? 
You say you ran a survey? 

Mr. Kero. Yes. We believe the interest does continue. 
going to try to pursue this project. 

Senator ANDERSON. May I hasten to report at this point, in the last 
report of the Los Alamos planning committee they say: 


We are 


Home ownership now slowly being realized through private building should 
be energetically encouraged to assure adequate financing. The committee is 
convinced 1,100 houses are needed to replace existing substandard houses to 
permit people living in less desirable apartments to move to better quarters, to 
offer housing on the project to some employees now commuting from a distance 
and provide a cushion of vacant rental units for new hires. 


I would say I thought 1,100 was a little higher than the figure I had 
inmind. I had 800. But in any event, the houses could come within 
the $10,000 or $12,000 class. ‘This does promise to be very interesting. 

Mr. Kero. Yes. 

Senator AnpERSON. I think you will find a great many people who 
wonder what they are going to do if retirement comes to them who 
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would enjoy getting a home down there and being able to say to 
themselves,‘“This is retirement day.” 

It offers, as Barranca Mesa does, some real possibility of taking 
pressure off some of the present apartments that are not quite what 
people would like. 

Representative ASPINALL. You may proceed. 

Mr. Kero. (c) A rental survey for Los Alamos was conducted dur- 
ing the year in accordance with Bureau of Budget Circular A-45, which 
sets forth the policy that rental rates for Government furnished hous- 
ing should be comparable to similar housing in the surrounding area. 

The rental survey, which was conducted by a private appraisal firm, 
was completed in February 1960. The appraisers recommended an 
average increase of slightly under 5 percent in Los Alamos rental rates 
to attain the comparability required by Circular A-45. 

The proposed increase has been approved by AEC and residents 
have been notified that increased rentals will become effective July 1, 
1960. 

Representative AsPpINALL. Now, are we to understand by that state- 
ment, Mr. Keto, that it is your feeling, or that of those in charge of the 
program, that by the increased rentals you will stimulate the program 
for home construction? 

Mr. Kero. Mr. Chairman, this survey is required by the Bureau of 
the Budget Circular A-45, and we have to do this within a period of 
3 years. We did it. 

We find that in some instance there was a slight increase required in 
the Los Alamos rent. To make the Los Alamos rents comparable 
with regard to Santa Fe, Espanola, and Albuquerque, we raised the 
rent. It was very slight, I would say; from $3 to $5. This was not a 
case of AEC programing. 

Representative AspInaLL. That was not the question. I wanted 
to know whether or not this, in your opinion, would increase home 
construction. 

Mr. Kero. I don’t believe so. 

Representative AsPINALL. You may continue. 

Mr. Kero. (d) The Federal Aviation Agency, FAA, has under- 
taken a review of prohibited airspace reservations to determine whether 
such designations should be continued. 

Pursuant to this review it has been determined by AEC that 
prohibited area P—207 is no longer required for Los Alamos. 

The general manager has advised the FAA that the prohibited 
are may be eliminated and a smaller restricted airspace reservation 
established which would cover only the technical areas of Los Alamos 
Scientific Laboratory operations. 

It is anticipated that FAA will issue this change in the near future. 

Representative Van Zanpt. How big is this area that you would 
restrict? 

Mr. Kero. Mr. Congressman, if I may, I would like to ask Colonel 
Hood to respond to this question. 

Mr. Hoop. Sir, in the original prohibited area there was about 
230 square miles. The area that we have advised the FAA that they 
can reduce to a restricted area is approximately 25 miles, 25 square 
miles. 

Representative AspINALL. Does that mean that you will eliminate 
any airstrip that you have? 
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Mr. Hoop. No, sir; the airstrip will be outside of the proposed 
restricted area which will go to an altitude of mean sea level of 12,000 
feet. 

Representative Van ZANp?T. What does 25 square miles look like 
ut 12,000 feet? 

Mr. Hoop. You can see most of it from an airplane. 

Representative Van Zanpt. What I am trying to develop is this: 
You may as well eliminate the entire restriction because a pilot flying 
at 12,000 feet on the outer edges can take any photograph he wants 
of any particular activity within the area of 25 square miles. 

Mr. Hoop. Thit is correct. It is not for reasons of prohibiting 
photography that it was established, but to protect the airplane from 
high explosive work that was going on in the area 

Representative Van Zanpr. I was thinking in the area of photog- 
raphy. 

Mr. Hoop. | have it on a map if you would care to see it, sir. 

Senator ANDERSON. There is nobody that has doubt of what exists 
at Los Alamos, is there? Anybody coming into the area does not 
need to fly an airplane. They can drive up and down the streets and 
find out that this is such and such a building. 

Representative Van ZANnpT. They have segregated areas, have they 
not? 

Mr. Hoop. Yes, sir. 

May I show a map of this? I think it would be simpler for you to 
grasp it. 

Representative Van Zanpt. The restrictions at the present time is 
how high? 

Mr. Hoop. 12,000 feet above mean sea level. 

Under the prohibited area it was unlimited. 

Representative Van Zanpt. That means that commercial aviation 
at 13,000 can fly right over it? 

Mr. Hoop. Yes, sir. 

Representative Van Zanpr. Did not the restriction years ago pro- 
hibit any type of aircraft at any altitude? 

Mr. Hoop. That is correct, unlimited altitude. 

Senator ANDERSON. Does this open the airstrip, itself? 

Mr. Hoop. No, sir; that is another problem. 

At the present time, it still remains closed to public use, but one of 
the recommendations that the planning committee has made is that 
it be opened and it will be considered along with the other recom- 
mendations made by the planning group. 

Representative AsPINALL. Will you identify the map for the record? 

Mr. Hoop. One of them is the Hiker’s map of Los Alamos County, 
the other is the aeronautical flight chart of the Albuquerque section. 

Representative AspinaLL. Thank you. You may proceed. 

Mr. Kero. (e) Late in 1959, the manager of the Albuquerque op- 
erations office appointed the Los Alamos planning committee to 
undertake a study of all areas of Los Alamos community operations. 
This committee was composed of six members representing the AEC 
Los Alamos Scientific Laboratory, and Zia. 

The committee was assisted by eight task groups of interested 
citizens of Los Alamos. The planning committee submitted its 
report to the ALO manager on June 1, 1960. This report is being 
very carefully analyzed by AEC as rapidly as practical by the man- 
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ager, ALO, to determine what steps should be taken now and later to 
promote the best short- and long-term development of the community. 

Representative AsSPINALL. It is right that the report of the planning 
committee recommended that as many as possible of the municipality 
functions be transferred from AEC to the county? 

Mr. Kero. That is correct, Mr. Chairman. 

Representative AsPpINALL. Has the agency made up its mind as to 
its position? 

Mr. Keto. The Atomic Energy Commission has not had an 
opportunity to review this report in detail. It is being reviewed at 
the Albuquerque operations office and in the division of military 
application. 

I cannot answer that question because this question has not been 
considered by the Commission. 

Representative ASPINALL. You may proceed. 

Mr. Kero. (f) Leasing of land at Los Alamos for commercial use 
is progressing satisfactorily. 

Two properties have been placed under lease. Construction has 
been started at one of these sites for three stores having a total of 
8,000 square feet of floor space. The stores will be occupied by a 
small grocery, a liquor store and washateria—coin laundry. 

The lessee of the second site has submitted plans for two store 
buildings and contemplates one additional store building. 

The two initial stores will be occupied by a variety store and a 
liquor store. 

The Zia Company is preparing invitations on eight additional 
parcels to be offered for commercial leasing. One site will be for 
general business suitable for a community shopping center. The 
other seven will be offered for specific business purposes for which 
there isa community need. These are a lumber and building materials 
supply, nursery and greenhouse, electric and refrigeration, plumbing 
and heating, carpentry and cabinetmaking, and motel. 

Other possible commercial leasing sites have been identified. 
However, it is planned that additional sites will be offered as indicated 
by need. 

Senator ANDERSON. Will you comment a little bit on the fact that 
the first building put up gets a small grocery and liquor store and the 
next one gets a variety store, and liquor store. Liquor seems to be 
pretty good business up there. 

Do they keep the two existing liquor stores they have and put these 
two more in there? 

Mr. Kero. Senator Anderson, there is, as you know, a liquor store 
called the Atlas Beverage Corp. there that has rather high gross sales 
of about $350,000 a year, I understand, and in addition the Lodge 
does operate a package liquor store there. 

This property I referred to was advertised for general business 

urposes suitable for a community shopping center. The Atomic 

nergy Commission in this case did not specify the type of business 
that could be undertaken in these stores. e simply said that it 
should be suitable for a general business purpose. 

Representative AspinaLu. Mr. Toll 

Mr. Tout. During the hearings of the subcommittee in Los Alamos 
on December 7, 1959, Mr. Norman Rosen, the president of the Atlas 
Beverage Corp., testified that business conditions were not very good 
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from his point of view. What effect will this have on his operation if 
you have two new liquor stores in town? 

Mr. Keto. Well, we are trying to operate Los Alamos as a normal 
business community with normal business competition, and Mr. Rosen 
will have to meet the competition. 

Mr. Tout. I believe they have fair trade laws in New Mexico? 

Mr. Kero. That is correct, Mr. Toll. 

Mr. Totu. The competition is mostly one of service rather than 
price, therefore? 

Mr. Keto. That is correct. 

Senator ANpERsON. But he pays a pretty substantial portion of his 
percentage of his profits on sales to the community. Is he a corpora- 
tion? Does he not have a pretty high scale? 

Mr. Kero. The initial lease on that building was let under competi- 
tive conditions and I believe the number was 122 percent of the gross 
income of the liquor store. 

Senator ANDERSON. I question whether it was very much of a com- 
petition condition. It was to be the only liquor store at that time. 

Now, where it is one of three it is not the same situation. 

Mr. Kero. I do not recall the terms of the lease. I am not aware 
that there was a statement made that we would not put another 
liquor store in, but I will be glad to look that up and submit it for the 
record. 

Senator ANDERSON. I did not mean to say there was any statement 
made that there would not be. Actually, this was the only one? 

Mr. Kero. Yes. 

Senator ANDERSON. Then the Lodge put in its own little dispensary 
at somewhat lower prices which he was not too happy about? But 
now these two more will come in. 

Mr. Kero. Yes. 

Senator ANDERSON. It seems a little odd that in order to come into 
full contact with the community we need four liquor stores in Los 
Alamos plus the various institutions at Espanola and Santa Fe. 

Mr. Kero. Well, we have been trying in the case of some of these 
leases to give the concessionnaire the opportunity to put in the 
business that he wanted. There is a great deal of controversy about 
this, as you know. There are various points of view on this. 

Senator Anprerson. In any event, I am just wondering if there 
was any way this leasing of property sould be managed by some 
zoning institutions which would permit no liquor stores from here 
on out. 

Mr. Kero. Mr. Chairman, we are trying to reach some kind of 
balance here. With regard to the other properties that we are now 
proposing to lease we do state specific purposes for which the stores 
will be used. 

Senator ANDERSON. Thank you. 

Mr. Tou. In many communities the city government does license 
liquor stores and they have to obtain a license to sell alcoholic bever- 
ages. Is there not such a requirement in Los Alamos? 

Mr. Kero. I am not aware that there is. I would say this: that 
with regard to the other businesses that are coming in we are making 
some specifications as to the type of items that can be sold. 

We certainly can keep that in mind in the future. In specific 
answer to your question, I am not aware that there is. 
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Mr. Touu. The county government might look into it to see what 
is the normal requirement. 

Mr. Kero. Yes. 

(The following information is furnished concerning the question 
raised by Mr. Toll on the licensing of liquor stores:) 

1. There are no city or county ordnances restricting the number of liquor 
licenses for Los Alamos. 

2. New Mexico State law permits one commercial type liquor license per 2,000 
or major fraction thereof of population in the general area involved. Club 
licenses generally are not subject to population quota. Club licenses do not 
count against quota for commercial licenses. 

3. Licensing authorities have discretion to grant or deny a license even though 
there is an unfilled quota. 

Representative ASPINALL. You may proceed. 

Mr. Kero. The population of Los Alamos has remained essentially 
the same during the year. The rental income and expense for operat- 
ing the community are only slightly in excess of the prior year, in 
part due to rising prices, in part due to the need for greater mainte- 
nance, and in part due to increased school population. 

The hearing in Los Alamos last December 7, held by this subcom- 
mittee on communities of the JCAE, which I was privileged to attend, 
was very helpful in our task of operation and management of the Los 
Alamos community. The thoroughness and perception of Senators 
Anderson, Jackson, and Bennett, and Representative Bates in examin- 
ing the community problem areas was most appreciated by the 
Commission. 

The Commission believes it essential that Los Alamos continue to 
develop as a strong and healthy community. The community spirit 
of Los Alamos citizens is most remarkable and there is abundant 
evidence that they are taking an increasing interest in a longer range 
view of the future development of Los Alamos. 

We believe Los Alamos is an outstanding community and I am very 
glad that members and staff of the Joint Committee were able to visit 
there last December, and I hope you will all be able to visit soon again. 

Representative AsprnaLL. Thank you. 

As to your statement as to what the future holds with reference to 
the longer range view, the development of Los Alamos area, would 
you care to advise the committee what you think may happen to this 
area within the next decade as far as government is concerned? 

Mr. Kero. If I could say this, we have here the report of the Los 
Alamos planning committee. Many of these recommendations and 
presentations by the committee concern the Government. In fact, 
there is a specific section in here called government study. They 
make many recommendations that a local government as soon as 
practical take over many of the responsibilities of the Commission. 

Mr. Chairman, we are looking at this thing very carefully and, if 
I may, we could discuss this again in December. 

Representative AspINALL. I think that would be better than to 
try to discuss it at the present time because the chairman of this 
subcommittee has not even seen that report as yet. 

But it so happens that on another committee where I served we 
defederalized two other Federal areas, the Coulee Dam in Washington, 
and Boulder City in Nevada. 

Now, we have the two areas which we defederalized in the atomic 
energy program, Richland and Oak Ridge. 
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What was going through my mind is whether or not that is the 
ultimate goal for Oak Ridge or the thinking that is being had at the 
present time is even looking toward that direction. 

That is the reason I asked the question. 

Mr. Kero. The Commission’s policy with regard to communities 
is that it would like to transfer as much of the responsibility as possible 
but with regard to Los Alamos we did look at it in 1952. 

The thinking at that time was not to enter into this. We are 
looking at it again. 1 simply am not prepared to say what our views 
are going to be. We are trying to develop them right now. 

Representative AsPINALL. Thank you. 

Senator ANDERSON. You heard the remarks made by the Housing 
and Home Finance Agency, the fact that they might be able to get 
together a team to look at the disposal problem at Los Alamos. It 
struck me that that was a pretty sensible suggestion. 

Do you think it would not be worthwhile to find out, to take a look. 
There are lots of recommendations that a city-county type of govern- 
ment be set up at once. 

The planning committee report states: 


The AEC should hire a city planning expert to assist in the preparation for 
disposal— 


and so forth. 
Here is a group which has taken part in two experiences. They 


have learned a lot of things as a result of that. What would your 
feeling be about that? 


STATEMENT OF DWIGHT A. INK, ASSISTANT GENERAL MANAGER, 
ATOMIC ENERGY COMMISSION 


Mr. Inx. We have very briefly discussed this with the HHFA 
people and we are receptive to the idea of securing information along 
these lines as well as other lines. 

As of now much of the experience which does exist in the country 
with respect to defederalizing municipalities grows out of our ex- 
perience at Oak Ridge and Hanford. 

I think these two instances indicate the desirability of getting at an 
early stage as much information, as much data, as we possibly can on 
which to base recommendations and decisions, and also prior to con- 
sideration of any proposed legislation. 

We do feel that this is a wise move, stressing that this is in the way of 
seeking information and not in the way of indicating what decision we 
expect to make because we just do not know yet. 

I think the report here, the planning committee report, which has 
been referred to from time to time will be exceedingly useful to us. 
I think the committee report, itself, stresses, however, that there is a 
great deal of further information which has to be developed before we 
know for sure what direction we wish to go. 

So far as disposal is concerned from a policy standpoint, of course 
the operation of a municipality is not an objective of the atomic 
energy program. 

These communities are extremely important; they are essential to 
the operation of the program and the fact that, as was noted earlier, 
they no longer perhaps occupy so much of the attention of management 
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as they once did, in no way diminishes the importance of these com- 
munities. They still are absolutely essential to the conduct of our 
program. 

Of course, we are anxious and feel it necessary that the communities 
be operated in a way that we can retain the very high caliber people 
who reside in these communities and participate in the program. 

Now when ways can be found for doing this outside of Government 
operation the Commission, of course, is exceedingly happy to do so, but 
we do have to feel our way on a step by step basis and I think this 
committee report and the plans that Mr. Keto has referred to are 
along that direction. 

Representative VAN ZaNnpt. Is it proper to assume that as you 
declassify the areas of activity at Los Alamos that you get closer to 
the date when you will dispose of the community from a Federal 
standpoint? Is that a factor? 

Mr. Kero. At one time, Mr. Congressman, that was in the case of 
Los Alamos. The Los Alamos technical area was very near. One 
time Los Alamos did have a fence around it. It was taken down in 
1957. 

The technical area now is on another mesa. I do not believe in the 
case of Los Alamos that the security problem is any longer involved in 
the community problem. 

Representative Van ZAnprt. Is it because of the unusual geographi- 
cal location of Los Alamos that the Government will continue Los 
Alamos in its present status? 

Mr. Kero. That is certainly one of the reasons, Mr. Congressman. 

Mr. Inx. Of course, basic to this question of whether a municipality 
incorporates, whether property is disposed of from a Federal stand- 
point, is looking ahead to the kind of community which would exist 
after these changes would take place. 

The ability of a community to support adequate services by having 
an adequate tax basis is obviously essential. Even though, as in the 
case of Hanford and Oak Ridge, there is a substantial transition period 
in which the Federal Government is assisting these communities, the 
time will come when they will have to go ahead on their own and rely 
upon their own capabilities. This is somethIng which has to be 
examined very carefully. 

Representative Van ZAnptT. This assistance in Oak Ridge is in the 
pee of subsidies to the schools, is it not, and the hospitals and so 

orth? 

Mr. Inx. There is a subsidy arrangement which extends over a 10- 
year period and which goes somewhat beyond that. 

Mr. Quinn I think will speak to this a little later on, but the point 
here is that apart from security matters and the geographic location, 
there has to be the means whereby the community, itself, will have 
an adequate tax base on a permanent basis to maintain the type of 
services and the type of community facilities which are necessary to 
attract and retain the very outstanding technical people which we 
must have at the laboratory. 

Representative Asprnatt. Thank you very much for your 
presentation. 

The next witness will be Mr. G. F. Quinn, Director of the Division 
of Production. 

You may proceed. 
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STATEMENT OF G. F. QUINN, DIRECTOR OF PRODUCTION, U.S. 
ATOMIC ENERGY COMMISSION 


Mr. Quinn. Mr. Chairman and members of the subcommittee, I 
have a brief statement which brings up to date the report on the 
status of actions relative to community disposal at Oak Ridge and 
Richland, presented by Mr. Bloch on July 16, 1959. 
In general, the disposal program consists of two parts: 
1. Sale of residential and commercial property; and 
2. Assistance to the residents in establishing self-government 
and the transfer of governmental functions, municipal installa- 
tions, utilities, etc., to city governments and other local entities. 

At Oak Ridge all the property declared for sale except 175 of title 
TX leased lots and 275 vacant scattered residential lots—all scheduled 
for disposal in early 1961, has been sold. 

At Richland, all but 173 properties have been disposed of. These 
include 65 leased commercials, 17 apartments, and 91 miscellaneous 
vacant parcels. 

The Housing and Home Finance Agency representative has reported 
in more detail on this phase of the disposal program. 

Representative AsprnaLL. Mr. Quinn, I think that the representa- 
tive of the Housing and Home Finance Agency previous witness 
answered the question I had to ask you at this time. 

You more than likely heard his answer. Why are all the com- 
mercial properties disposed of at Oak Ridge and still there are several 
remaining to be disposed of at Richland? Are you in agreement with 
the position that he took? 

Mr. Quinn. I believe, Mr. Chairman, that the delay in initiating 
the disposal of property at Richland is the primary reason for this 


aBlanbeshabstion AspINALL. As I understood Mr. Brown, there would 

be a good possibility if we gave approval to the legislation which has 
been suggested, that all the properties could be disposed of by the end 
of this year. 

Are you in agreement with that? 

Mr. Quinn. Mr. Chairman, the Atomic Energy Commission is 
anxious to accomplish the disposition of these properties as expedi- 
tiously as we can. As far as the time schedule for the accomplish- 
ment under the new amendment, we would rely primarily on the judg- 
ment of the Housing Agency who are more competent in this field 
than ourselves. 

Representative ASPINALL. You may proceed. 

Mr. Quinn. Thank you, sir. 

With respect to the establishment of local self-government, I am 
very happy to report that this, in essence, has been achieved. 

At Richland, the following developments have taken place: 

Municipal government: As Mr. Bloch advised you last year, the 
residents formed an incorporated city government under the laws of 
the State of Washington in December 1958. 

On June 1, 1959, the new city government elected by the residents 
took over the fire, police, and city clerk and engineering functions. 

By November 1, 1959, the remainder of the municipal type items, 
with one or two exceptions, had been transferred to the city. The 
AEC is providing financial assistance to the city of Richland in an 
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estimate of about $464,111 for fiscal year 1960 and $500,000 for fiscal 
ear 1961. 

Representative Van Zanpt. Mr. Quinn, before you get into the 

paragraph on schools, whatever happened to the telephone system? 

Mr. Quinn. The telephone system was sold to a commercial tele- 
phone company, I believe even prior to the date of establishment of 
the new city government. There was one telephone company legally 
eligible to receive this utility and disposition was made to that entity. 

Dereoneteties Van Zanpt. Was there a legal question as to the 
eligibility of this local telephone company? 

Mr. Quinn. As I recall, Mr. Van Zandt, there were perhaps two or 
three separate telephone companies who were interested in acquiring 
the Richland system. Of the three, only one was shown to Suede 
empowered to receive the system. 

Representative Van Zanpt. That is under the laws of the State? 

Mr. Quinn. Yes. Of course, under our community act we are 
permitted to transfer only to entities legally empowered to receive 
them. 

Representative Van Zanpt. Thank you. 

Mr. Quinn. Schools: The school facilities were transferred to the 
Richland School District in December of 1958. 

The AEC financial assistance to the Richland School District 
amounts to that which the district would otherwise receive under 
provisions of Public Law 874. 

In fiscal year 1960, the school district will receive an estimated 
$815,000. 

In fiscal year 1961 it is estimated that the school district will receive 
$664,000. 

Representative Van Zanpt. Mr. Quinn, how long will this subsidy 
continue? 

Mr. Quinn. Under Public Law 221, sir, the Atomic Energy Com- 
mission is required to provide assistance payments for a period of 
10 years. 

Mr. Toxu. And then to review the situation, I believe? 

Mr. Quinn. I believe that is correct. 

Mr. Toit. Mr. Quinn, in December, after the hearing at Los 
Alamos, at Senator Jackson’s request, I went out to Hanford and 
talked with some of the city officials and other people there about 
certain problems which had arisen. One of the problems was the 
amount of assistance payments requested by the library that had been 
refused by the AEC. 

The library officials felt that AEC was not allowing adequate 
support for their plant. 

I wonder how that matter was resolved, whether or not. the library 
got the money it wanted, or not. 

Mr. Quinn. I do not know specifically, Mr. Toll. 

Mr. Tou. Will you supply it for the record? 

Mr. Quinn. I will supply it for the record. 

Representative AspINALL. It may be placed in the record at this 
point, unless there is objection. 

(The material referred to follows:) 

In September 1959 the AEC recommended to the city that the library board 


be asked to carefully review library practices in comparable cities to determine 
if the proposed budget level for 1960 was reasonable. During the prior 3 years, 
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the costs averaged about $95,000, with a peak of $105,703 in 1959. The library 
budget for 1960 was estimated at $117,469. AEC suggested a maximum library 
budget approximately $105,000 pending results of the recommended study. 

During calendar year 1960, the city is supplying substantially the same level 
of library servives asdid AEC. Based on a projection of current costs, the library 
cost for calendar year 1960 will be approximately $95,000. These costs will, of 
course, be included in the computation of assistance payments to the city. 

Representative AsPpINaALL. You may proceed. 

Mr. Quinn. Hospital: The Kadlec Hospital was transferred to the 
Methodist Board of Homes and Hospitals in September 1956. 
Through fiscal year 1959 the hospital, under the terms of its contract, 
was given financial assistance in the amount of $272,505. 

In fiscal year 1960, it is estimated that the hospital will receive 
$49,124, and a final payment of $71,372 in fiscal vear 1961. 

Representative AsprnaLy. Mr. Quinn, in each instance, referring 
to municipal governments, schools, and hospitals, you have suggested 
that financial participation to each has been estimated and so much 
for fiscal 1960 has also been considered. 

Fiscal 1960 is pretty nearly over. Have you negotiated those 
amounts as of the present time? 

Mr. Quinn. Mr. Chairman, our initial payments in the area of 
assistance payments have been on a month-to-month basis, largely 
because we are just getting into this area of activity. 

Following a little experience we expect to provide assistance 
payments over an entire year. 

Representative AsprnaLL. Do you mean by that that you have paid 
for 1960—beginning with July 31, 1959, and continued .monthly 
thereafter—that these payments have been negotiated in such manner? 

Mr. Quinn. The payments, for example, at Oak Ridge have been 
made on the basis of estimated costs and revenues on a monthly basis 
in order to gain some experience in the city in estimating their opera- 
tion and revenues; they are just getting mto this area now. 

As soon as sufficient experience has been gained on this we expect 
that the assistance payments will be contracted for on an annual basis. 

Representative AsprnaLL. Then do you make your determination 
for fiscal year 1960 of the total amount of assistance in each instance 
and made payment in each instance? 

Mr. Quinn. The determination has been made and the final pay- 
ment will be reflected in the June payment which will be made this 
month. 

Representative AsprnaLu. Before the beginning of the next fiscal 
year? 

Mr. Quinn. Before the beginning of the next fiscal year. 

Mr. Tout. Mr. Quinn, the provision I had in mind was section 
91(d) of the Community Act. It says: 


With respect to any entity, not less than 6 months prior to the expiration of 
the 10-year period referred to in subsection a., the Commission shall present to 
the Joint Committee on Atomic Energy its recommendation as to the need for 
any further contribution payments to such entity. If it recommends further 
contribution payments it shall propose a definite schedule of such contribution 
payments which will provide for an orderly and reasonably prompt withdrawal 
of the AEC from participation in and contribution toward local government. 


Is that the procedure to be followed at the end of the 10-year 
period? 
Mr. Quinn. Yes. 
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Mr. Tout. There is one other provision here I wanted to draw to 
your attention. You said that, with one or two exceptions, the 
municipal items had been transferred. 

Section 83 of the Community Act provides that: 

Transfers of municipal installations may be made at any time, not later than 
5 years after date of enactment of this act. 

The effective date of the act was August 4, 1955. The 5-year 
period ends August 4, 1960. So that with respect to your remaining 
items, do you anticipate that those will be transferred before that 
date, or not? 

Mr. Quinn. We do anticipate that they will. These are minor 
items such as easements for utilities and one or two small buildings. 

But we expect they will be transferred by August 4. 

At Oak Ridge, the following developments have taken place: 

Municipal government: In May 1959, Oak Ridge residents voted 
to incorporate under provisions of a charter adopted by the Tennessee 
State Legislature. On June 2, 1959, a city council was elected and 
on June 16, it took office. 

AEC immediately started negotiations to transfer municipal facili- 
ties to the new city government. The first step was taken on June 26, 
1959, when the city accepted transfer of the municipal street system. 

On January 1, 1960, the schools were transferred to the city. 

All remaining municipal-type functions, with the exception of cer- 
tain equipment, were transferred by June 1, 1960, and on June 4, Oak 
Ridge celebrated its independence day signifying complete takeover by 
the city. 

During fiscal year 1960, the city was given an assistance payment for 
the last 6 months of the fiscal year for the municipal government and 
the schools in the amount of $1,261,700. In fiscal year 1961 it is esti- 
mated that this assistance payment will amount to $2,437,000. 

Representative Van ZaNnpT. Why is the increase necessary? 

Mr. Quinn. The increase is necessary because the lower payment 
represented assistance only during the latter balf of the fiscal year. 

In fiscal year 1961 the city will be on its own for the entire year. 

Representative AsPINALL. Why is the payment to Oak Ridge 
higher than the payment to Richland? 

Mr. Quinn. The payment to Oak Ridge for the year 1961 is ab- 
normally high. This is largely because under legislation enacted in 
the State of Tennessee (Tennessee General Education Act of 1959) 
State funds to help support the school system of Oak Ridge are not 
available during the biennium July 1, 1959—June 30, 1961. 

When that becomes available the assistance payments to Oak 
Ridge will be substantially reduced. 

Representative AsprnaLu. Will they be the same in each place? 

Mr. Quinn. The Oak Ridge payments will be down in the neighbor- 
hood of $1,200,000 per year. 

Representative AsPINALL. Still considerably higher? Is it a larger 
area? 

Mr. Quinn. The total payments to all entities in both cities won’t 
be too far apart. Oak Ridge is a larger area than Richland and it has a 
slightly higher population than Richland. At Richland the assistance 
payments are distributed between the city government, the school dis- 
trict, which is separate from the city government, and the hospital. 
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At Oak Ridge, the schools and the city government are the same 
entity. 

Representative AsPINALL. It is not because the contribution by the 
local government, State, county, school, and city, is less in Richland 
than it is in Oak Ridge? 

Mr. Quinn. The contribution at Oak Ridge is primarily different 
from Richland in the school support required. The quality of the 
public schools in Oak Ridge is substantially greater than that prevail- 
ing in the remainder of the State. 

We feel that the maintenance of the Oak Ridge school system at its 
current level of quality is essential in order to assure availability of 
technical personnel for the atomic energy program. 

Representative AsPpINALL. Even at the expense of the U.S. tax- 
payers? 

Mr. ae. Even at the expense of the U.S. taxpayer. The com- 
munity legislation, you may recall, specified that the assistance pay- 
ments were to be geared to those necessary to permit the Atomic 
Energy Commission to recruit and retain the necessary personnel for 
the conduct of its program at each of the areas. 

We feel that we must do this if we are to have a successful program. 

Representative ASPINALL. You may proceed. 

Mr. Quinn. Hospital. Im accordance with the vote of the Oak 
Ridge residents, the new hospital constructed by the AEC was trans- 
ferred to the Oak Ridge Hospital of the Methodist Church, Inc., a 
nonprofit organization authorized by the Holsten Conference of the 
Methodist Church on June 1, 1960. This organization has had an 
AEC contract to operate the old hospital since April 1, 1959, and the 
new hospital since February 22, 1960. 

Aside from assistance for certain startup cost, it is anticipated that 
the new hospital will require no financial assistance after the termina- 
tion of the contract with the AEC on June 30, 1960. 

Representative AsPINALL. When I was there last summer someone 
suggested that the rates under the new operation by the Methodist 
Church would be raised. Have the rates been raised? 

Mr. Quinn. The rates were raised, Mr. Chairman, to a level which 
make them comparable with the rates in the hospitals in Knoxville. 

Representative AsprnALL. This was done after the survey? 

Mr. Quinn. This was done after the survey was made and after 
the new hospital was occupied. The old hospital was substandard 
and an increase in rates was not justified on the basis of the service 
that could be provided in the old building. 

Representative Van Zanpt. How much money does the Govern- 
ment have in this hospital? 

Mr. Quinn. The hospital cost was approximately $2,900,000, sir. 

Representative Van Zanpr. As I recall, we replaced one hospital 
facility with this new hospital before the hospital was taken over by 
this group; is that correct? 

Mr. Quinn. A large portion of the old hospital will be torn down. 
There are, however, two wings which were built of masonry and sub- 
sequently, to the initial hospital, which will be maintained and used 
as part of the research program at the Oak Ridge Institute of Nuclear 
Studies and partly for nurses’ training. 

With the transfer of municipal installations we have begun the 10- 
year period during which the AEC is required by the Community 
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Act to make just and reasonable annual assistance payments to the 
city government. 

Mr. Bloch provided at last year’s hearings the guide we are using 
in determining the annual amounts. 

Under chapter 8 of the act, “Municipalities,” the Commission’s 
authorization to cooperate with and assist the residents of the com- 
munity in preparation for and establishment of local self-government 
and in the transfer of municipal installations and responsibilities to 
local entities, expires on August 3, 1960. 

Since all municipal installations have been, or will be transferred 
by that date, and since local self-government has been established, 
there appears to be no need for extension of this authority. 

We are working very closely with these communities and although 
the next year will continue to be a period of transition, we, in effect, 
have had very few problems with disposal. 

The residents and the elected officials are to be complimented on 
the ease with which these unprecedented transfers have taken place. 

Thank you, gentlemen. This completes my statement. 

Representative AsPINALL. The chairman might say that it was his 
pleasure last year to visit Oak Ridge accompanied by Mr. Toll and 
see the transition taking place. This was late last summer. 

I am very pleased that it is progressing as it is. I hope to see the 
other three cities which I named a while ago, sometime this fall, to see 
how they are progressing. 

It is the kind of program, of course, that in most instances has more 
heartaches as it gets underway than it does later on. 

Thank you very much, gentlemen, for your presentation. 

This concludes the hearing. 

The committee will stand adjourned. 

(The following material was submitted for the record :) 

Atomic ENERGY COMMISSION, 
Washington, D.C., June 10, 1960. 
Hon. Cuinton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

DEAR SENATOR ANDERSON: This is to advise of a proposed change in the size 
and designation of the present airspace reservation prohibited area P—207 which 
is presently in force at Los Alamos, N. Mex. 

By letter of August 20, 1959, Mr. Thomas, of the Federal Aviation Agency, 
requested the Atomic Energy Commission to assist in their plans to conduct a 
review of the utilization of prohibited area P—207 at Los Alamos, N. Mex. FAA 
was advised that this agency would be pleased to cooperate in the review. 

Studies were conducted at the AEC field level which indicated that there 
appeared to be no security reasons for continuing the prohibited area P-—207 at 
Los Alamos. The study indicated, however, that an airspace reservation would 
be required over certain Los Alamos Scientific Laboratory (LASL) technical areas 
where high explosives are employed. 

Based on the above information, it was determined by AEC with the advice 
of LASL that the present airspace reservation could be considerably reduced and 
redesignated as a restricted area. The Department of Defense upon request of 
AEC advised that prohibited area P-207 was not required for military defense 

8. 
P Following this determination the AEC and representatives of FAA informally 
agreed upon coordinates for the new restricted airspace reservation. These 
coordinates and altitude recommendations were furnished the FAA by letter of 
June 9, 1960 (copy enclosed), as being acceptable to both agencies. 
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It is our understanding that FAA will issue the change in designation of air- 
space for Los Alamos in the near future. 


I will be pleased to discuss this matter further if you desire. 
Sincerely yours, 
Atrrep D. STARBIRD, 
Brigadier General, U.S. Army, Division of Military Application. 


Atomic ENERGY COMMISSION, 


Washington, D.C., June 9, 1960. 
Hon. D. D. THoMas, 


Director of Air Traffic Management, 
Federal Aviation Agency, Washington, D.C. 


Dear Mr. Tuomas: This is in further reference to letter of the General 
Manager, AEC, to you dated April 28, 1960, and to informal meetings with 
Colonel B: iiley and Mr. Chi ampagne of FAA concerning the establishment of new 
boundaries for a restricted airspace reservation at Los Alamos, N. Mex., to re- 
place the existing prohibited area P-—207. 

Coordinates for the restricted area have been developed on the basis of FAA 
criteria and the programmatic requirement of the Los Als amos Scientific Labora- 
tory and are believed to be acceptable to both our agencies. These coordinates 
describe two separate areas each of which requires a ceiling altitude of 12,000 
feet mean sea level: 

A. (1) Beginning at latitude 35°45’15’’, longitude 106°15’12’’; 

(2) Thence to latitude 35°50’03’’, longitude 106°21’36’’; 

(3) Thence to latitude 35°52’22’’, longitude 106°20’42”’; 

(4) Thence to latitude thers 5§2’’, longitude 106°16’43’’; 

(5) Thence to latitude 35°52’30’’, longitude 106°14’ 68’: 

(6) Thence to latitude 35°48’35 ” ’ longitude 106°14’68"’; 

(7) Thence to latitude 35° 47'05"", longitude 106°12’06’’; 

(8) Thence along the Rio Grande to latitude 35°45’ 15’’, longitude 106°15’12”’; 

(9) The point of beginning. 

B. (1) Beginning at latitude 35°52’53’’, longitude 106°14’06’’; 

(2) Thence to latitude 35°53’03’’, longitude 106°16'09’’; 

(3) Thence to latitude 35°54’45’’, longitude 106°16’09"’; 

(4) Thence on the are of a circle whose radius is 10,000 feet center at latitude 
35°53'03’’, longitude ngs 16’09’; 

(5) To latitude 35°52'53"'; : longitude 106°14’06’’; 

(6) The point of baaitietteie. 

It is our understanding that upon agreement of FAA and AEC regarding co- 
ordinates for the Los Alamos restricted area, FAA would proceed to issue a final 
ruling which would establish a restricted area in lieu of prohibited area P—207. 

I will be very glad to discuss this matter further if you so desire. 

Sincerely yours, 
ALFRED D. Strarsirp 
Brigadier General, U.S. Army, Director of Military Application. 


Atomic ENERGY COMMISSION, 
Los ALtamos AREA OFFICE, 


Los Alamos, N. Mex., June 10, 1960. 
LA-60-18 


CoMMUNITY MANAGEMENT BRANCH, 
Los Alamos 2-6211: 


The Los Alamos area office of the U.S. Atomic Energy Commission announced 
today that the Federal Housing Administration appraisal of the 47 lots remaining 
in the Barranca Mesa subdivision No. 1 has been received. The lots will be sold 
at the FHA appraised price. The drawing to establish priorities for the selection 
and sale of these lots will be held on June 30, 1960, at 1:30 p.m., in the lounge of 
the AEC office building. The public announcement explaining the drawing, 
terms, and conditions of the sale will be available on June 15. Those interested 
are invited to pick up a copy at room 121 of the LAAO Office Building, or to phone 


2—5211 or write to the AEC Community Management Branch at Los Alamos to 
request a copy. 
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The sale prices of the 47 lots follow: 





Lot No. Price Lot No. Price Lot No. Price 
$1, 650 $3, 150 $1, 900 
1, 850 2, 850 1, 900 
1, 850 2, 500 1, 900 
1, 850 2, 500 1, 750 
1, 850 2, 100 1, 850 
1, 850 1, 850 1, 550 
1, 850 2, 100 1, 300 
2, 750 1, 800 1, 350 
1, 850 1, 500 1, 900 
1, 750 1, 550 1, 800 
1, 400 1, 600 1,850 
Cee ddl 1, 400 1, 700 1, 850 
Cte ssinctpcaiel 1, 500 1, 750 1, 850 
OR cs cua eta ae 1, 750 1, 750 1, 850 
Cree ae 1, 850 1, 900 
Diitisic. ichig ay 3,000 1, 900 
Atomic ENERGY CoMMISSION, 
Los ALamMos AREA OFFICE, 
Los Alamos, N. Mez., June 1, 1960. 
LAPC-—60-7 


Los ALAMOS PLANNING COMMITTEE, 
Los Alamos 2-6501: 


The Los Alamos planning committee today submitted its report and recom- 
mendations on the future of Los Alamos to K. F. Hertford, Manager of the 
AEC’s Albuquerque Operations Office. 

The report culminates 7 months of study by the 6-man committee, which was 
assisted by 91 members of 8 task groups composed of residents appointed from 
all walks of life in Los Alamos. 

Planning committee members are: John J. Burke, chairman, Deputy Manager 
of the AEC’s Los Alamos area office; James P. Hogan, AEC counsel; Lloyd 
Kersey, of the Albuquerque Operations Office and formerly of Los Alamos; 
Robert A. Smith, Zia Co. budget officer; Harold M. Agnew, alternate division 
leader for W-division of the tae Alamos Scientific Laboratory; and John V. 
Young, LASL public relations officer. 

All eight task group reports were attached for AEC consideration. The 
committee expects that the full report will be available for public discussion and 
a determination of community acceptance. 

By far the most comprehensive study of the Los Alamos situation yet made, 
the report covers all the operating areas in which the AEC is directly interested, 
including Government, public health and welfare, education, utilities, recreation 
and cultural facilities, public safety, and residential and commercial real estate. 
Considerable attention is paid to the question of possible disposal of residential 
and commercial real estate to the residents on the same general basis as the 
disposal plans already carried out at Richland, Wash., and Oak Ridge, Tenn. 

he committee’s general conclusions included the following: 

1. Complete self-government, normal commercial activity, and adequate oppor- 
tunity for homeownership can be achieved at Los Alamos. Each of these is a 
desirable goal in itself, but they need not follow any particular order. 

2. Local self-government (Los Alamos County) already exists. To achieve a 
greater degree of self-government, as many as possible of the municipal functions 
now exercised by the AEC should be transferred to the county government, 
regardless of disposal plans. 

3. Attainment of a normal, competitive commercial enterprise appears to be a 
prime concern of the residents. Restrictions on business (other than those found 
in normal business) should be removed at once. The community and the AEC 
should aggressively seek additional businesses to locate on leased land. 

4. Home ownership, now slowly being realized through private building, should 
be energetically encouraged, with special effort toward assuring adequate mort- 
gage financing. The committee is convinced that at least 1,100 new houses are 
needed to replace substandard houses, to permit those living in less desirable 
apartments to move to better quarters, to offer housing on the project to some 
employees now commuting from a distance, and to provide a “cushion” of vacant 
rental units for newly hired employees. Construction of a major portion of these 
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houses will have to be started before complete disposal can be undertaken. If 
private financing is not adequate to meet the demand, Government-guaranteed 
financing, direct Government financing, or as a last resort, direct Government 
construction, will be necessary. 

5. There is ample Government-owned land in the county to meet the needs of 
the community without infringing on the needs of the Laboratory, but Federal 
legislation may be needed to make it available for large-scale residential and com- 
mercial development. 

6. As a logical result of the steps listed above, rather than as a direct objective, 
sale of the Government-owned residential and commercial real estate should 
follow in due course. The committee regards these steps, including real estate 
disposal, to be essential to the stability of the community and the permanence of 
the Laboratory staff. 

7. The committee considers it unlikely that the Los Alamos community can 
ever be free of Federal Government financial support in one form or another. 
It is also unlikely that the community will ever have a major industry, other than 
LASL; thus, an independent existence for the community based on taxes alone 
appears impossible. 

8. The committee believes there is no virtue in trying to pinpoint the time when 
all things necessary for disposal will have been accomplished. However, many 
recommendations can be put into effect locally without delay; others will require 
further consideration at various levels. The committee believes that if its major 
recommendations are adopted and vigorously implemented, the sale of Govern- 
ment-owned real estate could begin by 1965. 

The committee recommended that a county-city form of local government be 
set up as soon as possible. The county would gain additional experience in the 
responsibilities of government in this fashion. 

An urgent recommendation for a change in the AEC’s fiscal policy, particularly 
in maintenance financing, was included in the report. The report called attention 
to the need for changes and improvements in the design of existing houses, and for 
increased housing maintenance programs. 

The committee also recommended that the AEC hire a city planning expert to 
assist in preparation for disposal, including a detailed plat of every piece of 
property in town, and a revision of the AEC’s long-range land-use plan. 


(Thereupon, at 3:55 p.m., the subcommittee was adjourned.) 
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